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E.O. 11652: N/A 

TAGS: ECON, ELTN, EMIN, CG 

SUBJ: ECONOMIC SITUATION IN SHABA PROVINCE 

1. SUMMARY. MAJOR COMPONENTS OF SHABA ECONOMY, GECAMINES 
AND SNCZ HARASSED BUT AS YET NOT SEVERELY AFEECTED BY WAR. 

GCM’S PRODUCTION LEVEL CLOSE TO PRE-YEAR PROJECTIONS, THANKS 

TO COAL/COKE SHIPMENTS FROM GERMANY WHICH HAVE ALLOWED CREATION 
OF MODEST STOCKPILE. GCM OPERATIONS AT KOLWEZI CONTINUE AT 
NORMAL PACE DESPITE FAZ REQUISITION OE VEHICLES, EXPATRIATE 
AND WORKER UNREST, AND FINANCING PROBLEMS ON EXPANSION PROGRAM. 
SNCZ NOT DRAMATICALLY AFFECTED BY WAR, BUT FACING HOST OF 
PROBLEMS INCLUDING SHORTAGE OF DIESEL FUEL, SPARE PARTS, 

WAGONS, AND LOCOMOTIVES. WHOLESALE/RETAIL BUSINESS REMAINS 
SLOW, BUT PICKING UP SLIGHTLY. END SUMMARY. 

2. GECAMINES HAS FOUND SHABA WAR TO BE MORE ANNOYANCE THAN 
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SERIOUS BLOW TO PRODUCTION. PRODUCTION FOR FIRST FOUR MONTHS, 
ACCORDING TO GCM DELEGATE-GENERAL UMBA, WAS JUST SHORT OE 150,000 
METRIC TONS, SHOWING LOSS OE ONLY 2,500 METRIC TONS FROM ADVANCE 
PROJECTION FOR PERIOD. SINCE PROJECTED EIGURE WAS 460,000 TONS 
FOR 1977, PRODUCTION CLEARLY RUNNING AHEAD OE 1976 EIGURE OF 
407,000 TONS. MAIN ELEMENT OE RECOVERY HAS BEEN SHIPMENTS OF 
COAL AND COKE EROM WEST GERMANY VIA DAR-TAZARA RAILROAD, WHICH 
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HAVE SUPPLEMENTED CONTINUING SUPPLY PROM RHODESIA AND HAVE 
PERMITTED BUILDING OP MODEST TWO- WEEK STOCK. SNCZ HAS HAD TO 
TIVE UP 50 RR CARS TO TAZARA POR TRANSPORT OP GCM'S COKE/COAL 
PROM DAR, AS ZAMBIANS CLAIM INADEQUATE NUMBER OP CARS POR OPERA- 
TION WITHOUT THIS SUPPLEMENT. LOSS FROM PROJECTION STILL MAINLY 
ATTRIBUTABLE TO COKE SHORTAGE AT LUBUMBASHI FACTORY, THOUGH 
LIKASI INSTALLATIONS ALSO RUNNING SLIGHTLY BEHIND PROJECTIONS. 

3. GCM'S KOLWEZI OPERATIONS NOT SERIOUSLY DAMAGED THUS FAR BY 
WAR. KOLWEZI PRODUCTION ONLY SLIGHTLY BEHIND PRE-YEAR PROJEC- 
TIONS, DESPITE PACT MOST OP 100 VEHICLES TAKEN BY FAZ FROM GCM 
COME FROM KOLWEZI. LITTLE DOUBT THAT MAINTENANCE PROBLEMS WITH 
PAZ-REQUISITIONED VEHICLES AND OVERUSE OP REMAINING ONES WILL 
CAUSE PRODUCTION TO DIP LATER IN YEAR, BUT NO ONE ABLE TO ESTIMATE 
HOW MUCH. GCM P-2 EXPANSION PROJECT IN KOLWEZI SECTOR NOT 
APFECTED BY WAR, THOUGH P-2 EXPERIENCING SOME PINANCIAL PROBLEMS 
SINCE EUROPEAN INVESTMENT BANK HALTED DISBURSEMENTS BECAUSE OP 
OBJECTIONS TO NEW REPAYMENT PROCEDURE WHEREBY SOZACOM TO CHANNEL 
PAYMENTS THROUGH BANK OP ZAIRE INSTEAD OP PAYING DIRECTLY TO LENDER. 

4. GCM HAS WITHSTOOD RUMBLES PROM BOTH EXPATRIATE CADRES 
AND ZAIRIAN WORKERS IN RECENT WEEKS. KOLWEZI CADRES PRESENTED 
PETITION THIS WEEK TO DG UMBA DEMANDING HE MEET WITH PRESIDENT 
MOBUTU TO FORCE END TO PAZ BARRICADES IN KOLWEZI AND ASSURE 
MOROCCANS AND GCM'S OWN SECURITY PORCE CONDUCT PATROLS INSTEAD 
OP PAZ. ALSO UNHAPPINESS AMONG EXPATRIATES OVER GOZ REQUISITION 
OP 25 GCM HOUSES IN KOLWEZI POR USE BY OFPICIALS IN PRESIDENTIAL 
ENTOURAGE. UMBA HAS HAD TO MAKE SERIES OP APPEARANCES IN 
KOLWEZI. LIKASI, AND KIPUSHI BEPORE ZAIRIAN AUDIENCES TO DENY 
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RUMORS OP WAGE INCREASE AMONG RESTIVE WORKERS. NO STRIKES 
THUS PAR BY EITHER EXPATRIATES OR WORKERS, THOUGH KOLWEZI WORK 
SCHEDULE IN MINES HAS BEEN DISRUPTED BY HEAVY ABSENTEEISM BECAUSE 
OP SHORTAGE OP VEHICLES AND PEAR OF FAZ HARASSMENT. 

5. GCM BEARING UP REASONABLY WELL, BUT RAILROAD COMPANY ON 
WHICH IT SO HEAVILY DEPENDS IS NOT. SNCZ'S DIPFICULTIES SO 
ENORMOUS THAT WAR'S IMPACT INSIGNIFICANT COMPARED TO ONGOING 
PERENNIAL PROBLEMS. MOST PRESSING IMMEDIATE PROBLEM IS FUEL 
SITUATION. AS OP MAY 13, ONLY 221 CUBIC METERS OF DIESEL HAD 

ARRIVED PROM ZAMBIA IN MAY, COMPARED WITH NORMAL MONTHLY REQUIRE- 
MENT OP 2,200 CUBIC METERS. STOCKS AVERAGE POUR DAYS AT VARIOUS 
DEPOTS. FUEL SHORTAGE NOT NEW, BUT AGGRAVATED BY ADMINISTRATIVE 
SNAFUS AND DISPUTES SINCE RETURN OP PETROPINA, MOBIL, AND TEXACO. 

OIL COMPANIES HAVE REPUSED TO CONTINUE SUPPLY OP KALEMIE PROM 
KIGOMA REPINERY, SO KALEMIE NOW DEPENDENT ON SHIPMENTS FROM 
LUBUMBASHI, AND NONE AVAILABLE FOR THE SECTOR. PASSENGER 
TRAFPIC SHARPLY REDUCED BECAUSE OF SHORTAGE, THUS PAR PREIGHT 
TRAFPIC LESS AFPECTED. 
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SUBJ: ECONOMIC SITUATION IN SHABA PROVINCE 

CLOSE SECOND TO FUEL PROBLEM IS IMPORT 

OF SPARE PARTS. ARREARS BY BANK OF ZAIRE ON PAYMENTS ON HEHALF 
OF SNCZ TO FOREIGN CREDITORS NOW STAND AT $12,000,000 AND ONLY 
BELGIUM, SOUTH AFRICA, AND OCCASIONALLY WEST GERMANY HAVE CON- 
TINUED TO SEND PARTS IN FACE OE ONE YEAR PLUS PAYMENT DELAYS. 

SPARE PARTS PURCHASES COMPLICATED BY BANK OF ZAIRE DECISION IN 
MARCH TO STOP GUARANTEEING UNCONFIRMED LETTERS OF CREDIT, WHICH 
HAS PERSUADED PREVIOUSLY LOYAL SUPPLIERS OF SNCZ AND OTHERS 
TO REFUSE 1/C'S. SOLUTION TO SHORTAGE OF RR CARS AND LOCOMOTIVES 
NOT YET IN SLIGHT, WITH ANGOLA BEGINNING RETURN OF SIX ZAMBIAN 
RAILWAY LOCOMOTIVES AND RR CARS BUT REFUSING TO RELEASE 700 SNCZ 
CARS BLOCKED IN ANGOLA, WITH SNCZ LOCOMOTIVES COMPELLED TO GO 
ALL THE WAY TO NDOLA FOR GCM COAL/COAL/COKE/MAIZE BECAUSE OE ZAMBIAN 
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REFUSAL TO SEND ITS OWN LOCOMOTIVES EURTHER, AND WITH LOSS OE 
ANOTHER 100 CARS AND THREE LOCOMOTIVES IN WESTERN SHABA TO REBELS. 
RECENT GCM PAYMENT OF $750,000 HARD CURRENCY TO SNCZ EOR PURCHASE 
OE LOCOMOTIVE SPARE PARTS HIGHLIGHTS REALITY THAT SNCZ SALVATION 
WILL HAVE TO COME EROM GCM, NOT GOZ. NO SIGN THAT SNCZ'S STEADY 
2 MILLION ZAIRE PER MONTH LOSS PEREORMANCE WILL CHANGE IN EORE- 
SEEABLE FUTURE, NOR THAT GOZ WILL EULEILL ITS STATUTORY OBLIGATION 
TO REIMBURSE SNCZ EOR DEEICIT. 

6. WHOLESALE/RETAIL BUSINESS NOT YET AT PRE-INVATION LEVEL, AS MANY 
RETAILERS STILL NOT WILLING TO VENTURE ON MILITARY-CONTROLLED ROADS 
EOR EEAR OE SHAKEDOWN. NEVERTHELESS, IN LAST TWO WEEKS THERE HAS 
BEEN SLIGHT INCREASE IN BUSINESS, AS EEAR BY SHOPKEEPERS OE 
PILLAGING BY FAZ AND INVADERS HAS DWINDLED. SINCE MOST WHOLESALE/ 
RETAIL BUSINESS DEALS IN IMPORTED PRODUCTS, RECOVERY LIKELY 

TO BE SLOW UNTIL BANK OF ZAIRE LIBERALIZES PROCEDURE TO OBTAIN 
IMPORT LICENSES AND OPEN LETTERS OE CREDIT. LOCAL BANKS HAVE 
VITURALLY HALTED ISSUANCE I/C'S IN LAST THREE MONTHS SINCE 
BANK OE ZAIRE DECIDED TO SUSPEND HARD CURRENCY ALLOCATIONS TO 
BANKS HERE IN MARCH BECAUSE OE UNHAPPINESS WITH BANKS' UNAUTHORIZED 
OPENING OF NEW CREDITS INSTEAD OE LIQUIDATING OLD DEBTS WITH 
EEBRUARY ALLOCATION. 

7. CONCLUSION. IE HOSTILITIES TERMINATE WITHIN COMING WEEKS, 

SHABA'S ECONOMY LIKELY TO ESCAPE MAJOR PRODUCTION SETBACKS. 

INVASION RESULTED IN MILITARY EXPROPRIATION OP SUPPLIES AND 
EQUIPMENT, HARASSMENT OF INTERREGIONAL COMMERCE AND PACTORY 
WORKERS BY SOLDERIS, AND GENERAL DECLINE IN CONPIDENCE IN SHABA'S 
PUTURE, BUT IN SHORT RUN NO MAJOR PRODUCTION LOSSES. BASIC 
OBSTACLES TO SHABA'S ECONOMIC WELL-BEING-TRANSPORTATION DIPFI- 
CULTIES, FUEL SUPPLY PROBLEMS, AND HARD CURRENCY SHORTAGES- 
EXISTED LONG BEFORE INVASION BEGAN AND NOT SERIOUSLY ALTERED AS 
RESULT OP INVASION. STEADY DECLINE OF SHABA'S ECONOMY EXPECTED 
TO CONTINUE AT SAME PACE AS PAST PEW YEARS WITH INVASION PRO- 
VIDING ONLY MINOR CONTRIBUTORY FACTORY. 
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8. IP HOSTILITIES CONTINUE EITHER IN FORM OF COUNTEROFFENSIVE 

BY INVADERS OR GUERRILLA INSURGENCY, DRAIN ON SHABA'S RESOURCES 
COULD BE MORE SERIOUS, PARTICULARLY IP GECAMINES PRODUCTION 
SHOULD BECOME TARGET OF ATTACKS. WHETHER OR NOT HOSTILITIES 
CONTINUE IN WESTERN SHABA, DECLINE IN CONPIDENCE IN ECONOMY OP 
SHABA SEEN AS PRINCIPAL ECONOMIC RESULT OP INVASION. IN VIEW 
OP POSSIBILITY OP PUTURE MILITARY PROBLEMS, UNPOPULARITY OP 
GOVERNMENT AND QUESTIONABLE COMPETENCE OP ZAIRIAN MILITARY, INTER- 
NATIONAL INVESTORS LIKELY TO THINK TWICE BEPORE SINKING MONEY 
INTO MAJOR PROJECTS LIKE SMTP AND LOCAL ENTREPRENEURS WILL BE 
EVEN MORE HESTITANT ABOUT FUTURE CAPITAL INVESTMENT. 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


BORG 


LIMITED OFFICIAL USE 


NNN 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 -Jan-1 994 12:00:00 am 
Channei indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: ECONOMIC CONDITIONS, INVESTMENT CLIMATE, ECONOMIC REPORTS 

Control Number: n/a 
Copy: SINGLE 

Sent Date: 23-May-1977 12:00:00 am 
Decaption Date: 01 -Jan-1 960 12:00:00 am 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 22 May 2009 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1977LUBUMB00328 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D7701 82-1 180 

Format: TEL 
From: LUBUMBASHI 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1977/newtext/t19770529/aaaaaynl.tel 

Line Count: 225 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: 52bdbf8b-c288-dd11-92da-001cc4696bcc 
Office: ACTION AF 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 5 

Previous Channel Indicators: n/a 
Previous Classification: LIMITED OFFICIAL USE 
Previous Handling Restrictions: n/a 
Reference: n/a 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 01 -Dec-2004 12:00:00 am 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 2408860 
Secure: OPEN 
Status: NATIVE 

Subject: ECONOMIC SITUATION IN SHABA PROVINCE 
TAGS: ECON, ELTN, EMIN, CG 
To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/52bdbf8b-c288-dd1 1 -92da-001 cc4696bcc 
Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
22 May 2009 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



